INVESTMENT OFFER 
1. Project name and company information
Project name: Foundation of Specialized Joint Venture on production of railway and large-size castings 
Project location: free economic zone “Mogilev”
Company full name (project initiator): 
OJSC “BELARUSIAN AUTOWORKS”
Ownership: non-state legal entity ownership
Registration date: 28.01.2010
Authorized fund accounts for Belarusian Roubles: BYR 1 413 319 600,000
Authorized fund structure: state - 100%.
2. Market characteristics

Current trends of the sector:

         Railway transportation, in spite of its share reduction in transportation in recent years, is still an important way of ground transport, especially by volume of trailing load (10% of world volume). Railway freight rolling stock in Belarus is in need of renovation. Production of railway steel castings is one of the basic elements in freight-car manufacturing. There are no manufacturers of large-size railway casting on the territory of Belarus. CJSC “Mogilev Railway Car Building Plant” buys such components in the Russian Federation, the Ukraine, China. In Belarus railway steel casting requirement is very high and is satisfied in preference by import. The main purpose of railway and large-size casting Joint Venture establishment is the need of freight-car building development in the  Republic of Belarus. 
         Steel casting requirement for CJSC “Mogilev Railway Car Building Plant” for realization of manufacturing programme in short term – 5000 freight-cars per year. Therefore, construction of specialized plant for production of railway and large-size casting is dictated by economic and market demand.
Construction of the plant for production of railway and large-size casting on the territory of the  Republic of Belarus allows to make own facilities for freight car building branch in the country, to provide the Republican demand in large-size castings and also to increase export capacity of Belarus.
3. Project description:

Product description:
Present project involves railway and large-size casting Joint Venture creation with capacity of 40 000 tonne of castings per year.
The output of accepted castings in the lines will be:

1. Line of heavy castings - 21,7 thousand t/year of castings;
2. Line of medium-size castings - 12,7 thousand t/year of castings;

3. Section of special castings - 5,6 thousand t/year of castings.

· Main consumers:  
It is planning to sell the products in the domestic market of the Republic of Belarus, in the markets of Customs Union. The major manufacturers - CJSC “Mogilev Railway Car Building Plant” and OJSC “BELARUSIAN AUTOWORKS” and also some other engineering enterprises of the Republic of Belarus will become the principal users of the output products in the market of the Republic of Belarus. The annual requirement of these enterprises is 40000 tonne of accepted castings. In the long view, it is expected an increase of distribution in the markets of the Customs Union countries. It is considered possibility of the products sales for the enterprises-users of car castings in Russia and Kazakhstan.
· Main competitors:
There is none of this kind of manufacture on the territory of the Republic of Belarus. OJSC Scientific-and-Manufacturing Corporation “UralVagonZavod”, OJSC “Kremenchug Steel Plant”, Promtraktor-Promlit LLC., OJSC “Bezhitsky Steel Plant”, CJSC “AzovElectroStal” are the biggest railway casting plants on the territory of the Russian Federation and the Ukraine. Chinese manufacturers of large-size railway casting, that sell their products in the Belarusian market, can be competitors of the plant. 
The realization of the present project will allow to make a unique modern enterprise, to solve the problem of dependency on import of railway casting in Belarus.
Total investment outlays for the project:
All the volume of capital investments needed for the project realization is defined on the basis of demand for monetary funds for construction-assembly works and purchasing of equipment amounting to 237 035,8 thousand USD, including VAT – 19 221,0 thousand USD. Increase of the net working capital within the period of project realization will amount 9 496,0 thousand USD. Project total investment outlays are equal to 246 531,9 thousand USD.
Project financing requirement at the expense of the investor:

The investor’s assets in the amount of 118 517,9 thousand USD. The assets of OJSC “BELAZ” in the amount of 118 517,9 thousand USD. Net working capital increase financing – at the expense of own funds of the new plant.
 Type of investor participation: 

 FORMCHECKBOX 
:  % of shares purchase; 

 FORMCHECKBOX 
50 % of authorized fund share; 

 FORMCHECKBOX 
 Joint Venture creation;

 FORMCHECKBOX 
 Other (indicate):  
Investment structure:
 FORMCHECKBOX 
 Research and development;

 FORMCHECKBOX 
 Construction;

 FORMCHECKBOX 
 Preparation for production;

 FORMCHECKBOX 
 Equipment, technology and license purchase;

 FORMCHECKBOX 
 Real estate purchase;

 FORMCHECKBOX 
 Replenishment of current assets;

 FORMCHECKBOX 
 Other (indicate): 

Necessity of import: 

 FORMCHECKBOX 
 Equipment;

 FORMCHECKBOX 
 Raw materials; 

 FORMCHECKBOX 
 Production techniques; 

 FORMCHECKBOX 
 Component parts;

 FORMCHECKBOX 
 Other (indicate)
Expected performance indicators:

	Year of project realization
	2014
	2015
	2016
	2017
	2018

	Expected sales, $ ths.
	106 538
	142 052
	142 052
	142 052
	142 052

	Expected market share in the Republic of Belarus (%)
	100
	100
	100
	100
	100


Expected plants commissioning – February 2014. 
· Expected number of employees for the project realization: 1150 people in the time of reaching the estimated capacity.
4.Competitive advantages:
Infrastructure available: 
 FORMCHECKBOX 
 Railway lines and roads

 FORMCHECKBOX 
 Warehouses, logistical terminals 

 FORMCHECKBOX 
 Possibility to expand production and install additional facilities in future
 FORMCHECKBOX 
 Possibility to create the necessary infrastructure via state budgetary financing

 FORMCHECKBOX 
 Other (indicate)
Degree of production availability (available industrial area, land allocation, other):  

It is reserved a ground area on the territory of free economic zone “Mogilev” - total area of 38,5 ha.
Strategic competitive advantages: 
 FORMCHECKBOX 
 Dominance at the domestic market; 

 FORMCHECKBOX 
 Complexity and continuity of the technological process; 

 FORMCHECKBOX 
 Logistical advantages; 

 FORMCHECKBOX 
 Experienced management;

 FORMCHECKBOX 
 Price factor; 

 FORMCHECKBOX 
 Other (indicate)
Investor’s benefits: 

 FORMCHECKBOX 
 Market entry;

 FORMCHECKBOX 
 Access to large contract works;

 FORMCHECKBOX 
 Participation in the procedure of public purchases;

 FORMCHECKBOX 
 Local raw materials;

 FORMCHECKBOX 
 Benefits granted;

 FORMCHECKBOX 
 Other (indicate)
5.Preliminary indicators of project efficiency: 
Sales revenue, without VAT (after reaching the estimated capacity): $        129 138 ths.;

Pay-back period (in years): 8,7 years;
Dynamic pay-back period (in years): 15,2 years;

Internal rate of return (IRR) 9,2%;

Net present value (NPV) $ 11770,4 ths.

6.Contacts:
Demchenko Sergei Valentinovich – Chief of technical and economic substantiation of Investment Department, OJSC “BELAZ”, 
Telephone/Fax: (+375 1775) 7 15 62
e-mail: S.Demchenko@belaz.minsk.by
May 2012 
Volchok V.F.,

First Deputy General Director for 
Technical Issues and Development – 
Chief Engineer
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